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City of Danville
Virginia

November 30, 2012

To the Honorable Mayor, Members of the City Council, and the Citizens of the City of
Danville:

State law requires all local governments to file, annually with the Auditor of Public
Accounts, a detailed statement prepared according to the Auditor’s specifications showing
the amount of revenues, expenditures, and fund balances of the locality for the preceding
fiscal year, accompanied by the locality’s audited financial report. Pursuant to that
requirement, we hereby issue the Comprehensive Annual Financial Report of the City of
Danville, Virginia for the fiscal year ended June 30, 2012.

The Comprehensive Annual Financial Report consists of management’'s representations
concerning the finances of the City of Danville. The financial reporting entity includes all of
the funds of the City, as well as all of its component units for which the City is financially
accountable. Management assumes full responsibility for the completeness and reliability
of all the information presented in this report, based upon a comprehensive framework of
internal control that has been established for this purpose. Because the cost of internal
control should not exceed anticipated benefits, the objective is to provide reasonable,
rather than absolute, assurance that the financial statements are free of any material
misstatements. To the best of our knowledge and belief, the enclosed data is accurate in
all material respects and is reported in a manner that presents fairly the financial position
and results of operations of the various funds and component units of the City of Danville.
All disclosures necessary to enable the reader to gain an understanding of the City of
Danville’s financial activities have been included.

Dixon Hughes Goodman LLP, licensed certified public accountants, has audited the City of
Danville’s financial statements. The goal of the independent audit is to provide reasonable
assurance that the financial statements are free of material misstatement. Tests were
made of the City’s internal control structure and of its compliance with applicable laws and
regulations. The audit of the financial statements of the City of Danville for the fiscal year
ended June 30, 2012, disclosed no material internal control weaknesses or material
violations of laws and regulations.

The City of Danville is required to undergo an annual single audit in conformity with the
provisions of the Single Audit Amendments of 1996, U. S. Office of Management and
Budget’'s Circular A-133, and the specifications of Audits of Counties, Cities, and Towns
issued by the Auditor of Public Accounts of the Commonwealth of Virginia. Information
related to this single audit, including a schedule of expenditures of federal awards, the
independent auditor’s reports on internal controls and compliance with applicable laws and
regulations, and a schedule of findings and questioned cost are included in the single audit
section of this report.



Governmental Accounting Standards Board Statement No. 34 requires management to
provide a narrative introduction, overview, and analysis to accompany the basic financial
statements in the form of Management’s Discussion and Analysis (MD&A). The purpose of
the transmittal letter is to complement the MD&A and should be read in conjunction with it.
The City’s MD&A starts on page 26 of this report.

Profile of the Government

The City of Danville was founded in 1793, chartered in 1830, and is located on the Dan
River in the southern part of the state. The City covers an area of approximately 44 square
miles and has a population of approximately 43,332.

The City operates under the council-manager form of government. Policymaking and
legislative authority is vested in the City Council, which consists of nine members including
a mayor and vice-mayor. Council members are elected at large on a nonpartisan basis to
serve four-year terms. The elections are held biennially with five members being elected in
one biennium and four in the next. Members of the council elect the Mayor and Vice-Mayor
from its membership. The City Council is responsible for passing ordinances, adopting the
budget, appointing committee and board members, and hiring the City Manager and City
Attorney. The City Manager is the chief executive and is responsible for carrying out the
policies and ordinances of City Council, overseeing the day-to-day operations of the City,
and appointing department heads.

The City provides a full range of services including police and fire protection; sanitation
services; the construction and maintenance of highways, streets, and infrastructure;
recreational activities; and cultural events. In addition to the general government activities,
the City provides mass transit, water and wastewater treatment, gas, fiber network, and
electric services. Discretely presented component units are reported in a separate column
in the combined financial statements to emphasize they are legally separate from the
primary government and to differentiate their financial position and results of operations
and cash flows from those of the primary government, including the Danville School Board
and the Industrial Development Authority.

The City of Danville’s annual budget serves as the foundation for financial planning and
control. The object of these controls is to ensure compliance with legal provisions
embodied in the annual appropriated budget approved by the City Council. Departments
are required to submit requests for appropriations to the Budget Director by mid-January of
each year. The Budget Director uses these requests as a starting point for developing a
work budget. The Budget Director and Finance Director then present this work budget to
the City Manager. Once the City Manager approves the work budget, he presents his
recommended budget to the City Council by April 1 for review and deliberation. After City
Council’'s approval, an introduction budget is prepared and presented to them by May 1.
The introduction budget contains all changes and amendments made by the City Council
during its budget review. It is the introduction budget that is submitted for public hearing.
City Council is required to adopt a final budget by June 30 each year.

Activities of the General Fund are included in the annual appropriations budget. Project-
length budgets are adopted for management control for the Enterprise and Internal Service
Funds. The City Manager has the authority to transfer appropriations within funds. Inter-



fund transfers and appropriations from fund balance/net assets require City Council
approval. The General Fund is the only governmental fund that has a legally adopted
budget; therefore, a budget-to-actual comparison is provided.

Local Economy
Danville’s economy showed positive signs of improvement during FY 2012. Since the last

annual report, there have been eight announcements, creating 560 jobs and capital
investments of $22.5 million:

Date Company Sector Type | Jobs | Investment
August | GSO Aviation Repair and overhaul of New 15 | $1 million
2011 electro-mechanical and
hydraulic aircraft
components
October | Engineered Develops dry-powder New 100 | -
2011 | BioPharmaceuticals, | pharmaceuticals for
Inc. vaccines
April | Jarrett Welding and | Custom wrought iron Exp. 11| -
2012 | Machine Inc. and design-build
structural steel
April | Virdia Cellulosic sugars and New 34 | $10 million
2012 lignin for use in the

renewable chemicals,
bio-energy, and nutrition

industries
May | Web Parts LLC Computer programming, | New 260 | $10 million
2012 applications, and data

center operation
May | Hybrid Vehicles Manufacturer of hybrid New 150 | $1.5 million
2012 vehicle solutions

TOTAL 560 | $22.5 million

GSO Aviation officially opened the doors to its new aircraft parts repair facility in Airside
Industrial Park. GSO Aviation is a Federal Aviation Administration certified company
specializing in the repair and servicing of hydraulic components used on aircrafts. This
company plans to bring fifteen new jobs to Danville.

In October 2011, The Office of Economic Development formally announced the location of
Engineered BioPharmaceuticals Inc. (EBI) in the Dan River Business Development Center.
EBI is a state-of-the-art pharmaceutical processing company embarking on a novel method
of converting solutions of vaccines and therapeutic drugs into dry powder that will offer
significant cost savings to the public.

Virdia, a California-based company that develops cellulosic sugars for chemicals and
biofuels, will open a technology center and demonstration facility on the campus of
Danville’s Institute for Advanced Learning and Research. Virdia’'s facility in Danville will be




established with the hiring of 34 employees. The company expects to hire as many as 50
individuals as it fully develops its local operation.

In May 2012, Web Parts LLC relocated its computer programming, applications, and data
center operation to Danville from Guatemala. Web Parts LLC enhances and promotes the
use of Open Source Software allowing delivery of superior software products and services
at substantial savings to businesses and consumers. The company will start with 10
positions, but projects 260 new jobs within three years. The overall average annual wage of
the jobs will be $65,000. In the same month, Hybrid Vehicles of Danville, Inc., located in the
former Wickes Lumber building just off Business 29 in West Danville, announced it will build
and retrofit vehicles in Danville. This will result in the creation of 150 jobs within three
years with plans to invest $1.5 million.

To provide an update on the progress of some of the projects from last year, the following
table shows some announcements included in the FY 2011 report.

Date Company Sector Type | Jobs | Investment
October US Green Manufactures photovoltaic New 372 | $30 million
2010 Energy building materials
March CBN Secure High-tech printing, security Exp. 25 | $1.1 million
2011 Technologies safeguards for VA driver’s
licenses
May EIT Full service electronic design 50 | $5 million
2011 and manufacturing firm EXp.
June Noblis — Center | High performance computing | New 15 | $2.5 million
2011 for Applied High | (Cray XMT supercomputer)
Performance
Computing
August GSO Aviation Repair and overhaul of New 15 | $1 million
2011 electro-mechanical and
hydraulic aircraft
components
TOTALS 477 | $39.6 million

In February 2012, leaders from Noblis and Cray Inc. were joined by City, State, and
Federal officials for a ribbon cutting at the new Center for Applied High Performance
Computing. This innovative center is located in a former tobacco warehouse in the heart of
the River District and is home to the Cray XMT2 Supercomputer — the first supercomputer
located outside a federal lab or university.

Averett University opened its Riverview Campus in August 2012, at the former DIMON
Headquarters. The Riverview Campus is now home to the university’s newly instituted
School of Nursing as part of the health science initiative. Averett has partnered with several
community organizations. Hundreds of people in Danville helped to get the Riverview
Campus completed. Offices for the Danville Regional Foundation are also housed in this
building along the cobblestones of Bridge Street.



U.S. Green Energy (USGE) recently completed its Cane Creek facility and is producing
solar products, especially for the military. USGE has hired 16 people, and is set to hire an
additional 200 people in 2013. CBN Secure Technology has put in place its laminate
machine for the expansion and hired the 25 employees as advertised. EIT completed its
facility in May 2012, and have since hired 20 additional people.

The City continues progress in the River District with the removal of the Downtowner Motor
Inn and the Main Streetscape in phase one. Danville’s success in redeveloping the River
District as a place to live, work, and shop has earned the City an award from Southern
Economic Development Council (SEDC). The City was honored for best practices in
competition with other communities with a population of 40,001 to 100,000. The River
District continues to add new businesses and improvements, including two more residential
buildings in 2013 in the Pemberton and Smith Seeds buildings.

The City is also focusing efforts of revitalizing Historic Downtown and Tobacco Warehouse
Districts, now rebranded as the River District. The City has seen a lot of growth in this area.
Since December 2010, there have been many announcements in this area. The Danville
Industrial Development Authority (IDA) is playing a major role in the development of this
historic district by purchasing and renovating buildings in efforts to attract more businesses
to the area.

The Institute for Advanced Learning & Research (IALR) officially opened in June 2004.
The IALR represents a regional collaboration of the City of Danville, Pittsylvania County,
The Future of the Piedmont Foundation, Averett University, Danville Community College,
and Virginia Tech. The IALR serves as a catalyst for economic and community
transformation through developing the technologies, human infrastructures, and capital
necessary to participate in the innovation economy. Virginia Tech is committed to
developing a handful of key research areas. The IALR also houses the Piedmont
Governor’s School for Mathematics, Science, and Technology.

IALR, along with Virginia Tech, was selected as the first national award winner of the Peter
McGrath/W.K. Kellogg Foundation Engagement Award awarded by the National
Association of State Universities and Land-Grant Colleges (NASULGC). Established in
2006, the McGrath Award recognizes the outreach and engagement partnerships of four-
year public universities. The award program seeks to identify colleges and universities that
have redesigned their teaching, research, extension, and service functions to become even
more sympathetically and productively involved with their communities. The award is
named for C. Peter McGrath, who served as president of National Association of State
Universities and Land-Grant Colleges from 1992-2005. This award provides compelling
validation that IALR and Virginia Tech have developed an innovative and powerful
integrated model of a university/community partnership to promote the economic
development of a region.



Long-term Financial Planning

The City prepares a five-year Capital Improvements Plan (CIP), with the first year funding
appropriated and the remaining four years for planning purposes only. Project
appropriations for the coming year include: General Fund Capital Improvements of
$9,890,000; Sewer and Wastewater Capital Improvements of $2,000,000; Water and Gas
Capital Improvements of $3,325,500; and Electric and Telecom Capital Improvements of
$8,163,150. A pay-as-you-go philosophy has been in effect since FY 2002 for all funds
other than Electric, with the exception of bonds issues in FY 2010 for construction of a new
Fire Station Headquarters.

The Regional Industrial Facility Authority (RIFA) resulted from a regional effort between the
City of Danville and Pittsylvania County. RIFA is responsible for creating a 330-acre
technology park, known as the Cyber Park. The park has state-of-the-art infrastructure for
unparalleled reliability including a High Reliability Electrical Distribution System. The
Institute for Advanced Learning and Research and the Regional Center for Applied
Technology and Training (RCATT) anchor the Cyber Park. RIFA constructed the Research
Addition, which is being leased to the IALR for private research and development.

Also part of the Cyber Park is CBN Secure Technologies, Inc.; Electronic Instrumentation
and Technology, LLC (EIT); and NextGen Aeronautics. CBN opened its high-security
production facility in early 2009. This new facility produces driver's licenses and
identification cards, under the new regulations, for the Virginia Department of Motor
Vehicles. CBN announced an expansion in March 2011 to include 25 new jobs and an
investment of $1.1 million.

The AVRC building was constructed in 2009 for a small company called the Advanced
Vehicle Research Center (AVRC) to relocate from Raleigh. The company operated as a
research and design center for converting hybrid vehicles to plug-in hybrid electric vehicles
until it closed due to unforeseen circumstances in 2012. NextGen Aeronautics, a
California-headquartered company that is conducting research and development on a solar
powered satellite system, is presently located in the AVRC building and employs six
people.

A groundbreaking was held at the IALR in October, 2010, for a new research and
development facility, the Sustainable Energy Technology Center (SEnTeC). SEnTeC will
include approximately 25,000 square feet of research facilities and will develop enhanced
bio-based fuels, among other research and development projects. EIT opened its second
facility in Danville and first in the Cyber Park with the construction of a 60,000-square-foot
facility, which was completed in May 2012. This expansion resulted in the creation of 50
new jobs and a capital investment of $5 million. EIT provides printed circuit boards for
military, information technology, and electrical contractors.

RIFA began developing a 1,000-acre industrial park in 2005, now called Cane Creek
Centre (formerly Danville/Pittsylvania County Regional Industrial Park). Yorktowne
Cabinetry (now Elkay) became the first company to locate in Cane Creek Centre, investing
$19 million and creating nearly 250 jobs, thus far, in its 240,000-square-foot facility. Elkay is
a manufacturer of semi-custom cabinets. Elkay’s first cabinet manufactured at the Cane
Creek facility came off the line on March 14, 2006. In October 2006, Swedwood North



America announced it would invest $281 million to locate its first U. S. manufacturing facility
in Cane Creek Centre.

Swedwood North America is a furniture manufacturer and a subdivision of the IKEA Group.
The company plans to create 740 new jobs over the next ten years with a nearly one-
million-square-foot facility. Swedwood began manufacturing in early 2008. Currently,
Swedwood has 380 employees and has made a capital investment close to $100 million.

In June 2010, a groundbreaking ceremony was held for a new project in Cane Creek
Centre to develop two building sites, a 33-acre lot with a 15-acre graded pad and a 64-acre
lot with a 36-acre graded pad. The U.S. Economic Development Administration provided a
$1,800,000 net grant to grade both sites. This project will allow potential employers to begin
operations with less transition time and costs and is expected to create between 500 to 800
jobs and an investment between $27 and $45 million. The site grading was completed in
June 2012, and the sites are being actively marketed to clients.

In October 2010, United States Green Energy Corporation announced it will locate its
headquarters and manufacturing operation in Cane Creek Centre, creating 372 jobs within
three years of the start of operations and making a capital investment of $30 million. USGE
manufactures solar building materials, such as roofing and siding materials that offer the
advantage of being as attractive as traditional building products. USGE’s building was
completed in October 2012, and the company is actively producing product, especially for
the military. The company employs 16 people with plans to hire another 200 in 2013, since
the company is receiving an infusion of capital to jumpstart the project.

In September 2012, GOK International, a Chinese furniture assembler, announced it will
locate its assembly and showroom operations at the 40,000-square-foot Cane Creek shell
building. The company committed to create 300 jobs within three years of the start of
operations and will make a capital investment of $12.5 million.

Another collaborative effort of RIFA has been the creation of the Berry Hill Mega Park
located west of Danville in the Berry Hill community of Pittsylvania County. RIFA sees this
mega-site project as the next stage in its economic development efforts to transform the
region and its work force. The Mega Site has approximately 3,500 acres, and is the largest
site in Virginia and fifth largest on the East Coast. RIFA is working in concert with Eden
and Rockingham, North Carolina, to extend the sewer line to the state border where the
City will continue this line to the site. In recent history, Eden lost a lot of textile operations
and has an oversupply of sewer capacity that would be best served by cooperating on the
Mega Site, since a proportion of workers may come from North Carolina to work at the
future plants. This arrangement is a true partnership between localities in two states that
are choosing to ignore politically-drawn lines. RIFA is in the process of working with
engineers to submit an application to grade approximately 400 acres on two sites, so
clients can be shown “shovel ready” sites. The City anticipates it will take one to two years
to obtain the necessary permits from federal and state regulatory agencies before grading
can begin. Based on this time schedule, the Mega Site is expected to be certified in two
years. Even though this project is in its early stages, RIFA has already seen some interest
from companies wanting to invest at the mega site.



FY 2012 proved to be an exciting and transformational year in the River District. The
momentum in this district continues to be seen as mixed-use development, along with high
technology firms and small businesses, grows in this area. The redevelopment efforts
began in FY 2011 when City officials and representatives from the Danville Regional
Foundation (DRF) visited Greenville, South Carolina, and observed how Greenville
transformed its city core by focusing on its biggest asset — the river. The group learned, in
order to transform downtown Danville, an initial effort should be made to revitalize the
downtown core and then work outward.

Soon after this trip, the DRF provided a grant to the City for $75,000 to hire a national
urban design firm to develop a master plan that would be used as the basis for redefining
the new River District and revitalizing the area. The City issued RFPs and collected 22
responses from across the country. Six firms were interviewed with three finalists making a
presentation to a selected group of stakeholders.

BBP, a Maryland firm, in partnership with Allison Platt and Associates, was selected from
the group of finalists. This group held several community forums, interviews, and
workshops to gather a variety of ideas about how the River District should be redeveloped.
With this data, a final document was created which included site plans, renderings, tools,
strategies, funding opportunities, programs, and development opportunities throughout the
River District. The focus of the plan was to concentrate on good urban design, the historic
character of the district, pedestrian friendliness, vehicular access, development
opportunities, and public spaces. Some projects suggested in the plan can be
implemented quickly, while some may take up to 10 years to realize.

Now in the second year of this development project, the City is in the process of developing
design guidelines for the look and feel of the district. The Design Guidelines list appropriate
materials, outline procedures, and explain what types of architectural elements are
expected for the district’s existing buildings and new construction. To guide this project, the
City has hired urban design architect Allison Platt of Goldsboro, North Carolina. The
guidelines are anticipated to go into effect towards the beginning of 2013.

In addition, the first phase of the Main Street Streetscape Improvement Plan along portions
of Main Street and Union Street is under construction. The first phase focuses on Main
Street from Memorial Drive and Craghead Street to Floyd Street and on North Union Street
from Main Street to Spring Street. Funds are being used to widen existing sidewalks, install
brick pavers, create more visible and safer pedestrian crossings, and provide amenities
such as outdoor café space, trees, benches, and new lighting. The primary goals are
enhancing the character of those blocks and facilitating business there.

The second phase of streetscape improvements is currently under design. Land Planning &
Design Associates, a landscape architecture and planning company, is guiding the project.
Final designs are expected to be presented in November to City Council for its approval.

Another major project in FY 2012 was the purchase and demolition of the former
Downtowner Motor Inn by the IDA. Built in 1963, this hotel was once a thriving anchor to
Historic Downtown Danville. Since its closing in the 1980s, this structure has changed
owners several times and has never reopened for business. After the last owner’s attempt
to create student housing in this facility (without the proper funding or architectural help),



the City knew it had to find a way to purchase and demolish this eyesore. The Danville
Regional Foundation provided funding for this project. Currently, a strategy is being
formulated for the redevelopment of this property.

Renewed interest and investment in the River District has been a catalyst for job creation
and capital investment, which are important indicators of the health and vibrancy of a
district. The following River District announcements were made in FY 2012:

e Meredith Gravely School of Dance opened its second location at 411 Main Street.
This new location allows for improved teaching hours and additional classes such
as Adult Jazz, Zumba, Skills Classes for the more advanced dancer, and weekday
Hip Hop Classes.

e The Danvillian Gallery opened the doors to its new home located at 210 North
Union Street. This gallery features monthly showings of local, regional, and
international visual artists and will also offer art classes.

e Web Parts LLC relocated its computer programming, applications, and data center
operation to Danville from Guatemala and will invest $10 million. Web Parts LLC
enhances and promotes the use of Open Source Software allowing delivery of
superior software products and services at substantial savings to businesses and
consumers. The company will start with 10 positions, but projects to provide 260
new jobs within three years with an overall average wage of $65,000.

e Melissa Charles opened the Union Street Theatre in the River District. This black
box theatre is a venue for performing arts and special events with a focus on
family entertainment. The Union Street Theatre is located at 107 South Union
Street.

e Our Common Ground, LLC, a company owned by Danvillian Barry Koplen and
former Danvillian Sarah Lee Michaels, purchased the Franklin Discount Company
building, located at 212 North Union Street. This company has renovated the retalil
space into 7,056 square feet of office spaces that will be available for the general
public to lease. The building features 14 offices, shared meeting space, a
conference room, reception area, and more.

e The City of Danville won the 2012 Community Economic Development Award for
communities with a population of 40,001 to 100,000. The award, given by the
Virginia Economic Developers Association, recognizes outstanding communities
in the Commonwealth for their efforts in advancing the economic viability of their
community through economic and community development. The City of Danville’s
Office of Economic Development submitted the winning application, focusing on
the River District revitalization effort and its impact on community development,
business attractions, and community involvement.

e Japan Tobacco International made a $400,000 grant to the City of Danville to be
used to design and build a fountain that will serve as the focal point for the
entrance to the Tobacco Warehouse District. This very visible feature, at the
intersection of the Downtown District and the Tobacco Warehouse District, will
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highlight the renovated area along the Dan River that is the lynch pin of the River
District.

e Adam and Lauren Jones opened The Brick, a running and athletic shoe store, in
the former Frances Kahn building located at 410-A Main Street. This store carries
over 70 styles of shoes catering to wide variety groups—from walkers to joggers
to Marathon runners. This company received a $20,000 Downtown Enhancement
Grant from the City of Danville.

e The YMCA started construction on its new $13.5 million facility in the River
District. The new 46,269-square-foot facility will be located on the former Long Mill
property, along the Riverwalk Trail. This expansion will give each of the Y’s
programs 30% more space. In addition to this, the Danville Regional Medical
Center will also have a 2,500-square-foot space that will offer physical therapy
and cardiac rehabilitation programs.

One of the goals of the master plan is to continue to create a critical mass of people
living and working in the River District. Currently, there are 173 residential units in the
River District. A brief overview is offered below:

e The Burton — a $4 million adaptive-reuse project transforming the former Davis
Warehouse #6 into 28 market-rate condominiums with 12 unique designs. To
date, the project boasts a 100% occupancy rate.

e Lindsay Lofts — a $5 million mixed-use project featuring 21 market-rate lofts with a
commercial component on the ground floor.  All residential units have been
leased or sold and only one commercial space remains vacant.

e Lynn Street Lofts — a $6.2 million mixed-use project transforming a former
warehouse into 37 working-family loft apartments was completed in the spring of
2008. Currently 28 of 37 units are occupied.

e Crossing Apartments — a $9.5 million mixed-age/mixed-income project that
features 74 units and has been at 100% occupancy since its completion in 2006.
This is an adaptive-reuse project turning a former cigar factory into a residential
project.

e Ferrell Historic Lofts — a mixed-use development featuring 13 market-rate
apartments and 5,000 square feet of commercial space was completed in January
2012. This $1 million project turned a blighted building, located in the heart of the
River District, into a showcase that will act as a catalyst for further redevelopment
efforts. All of the residential units are full and one of two commercial spaces is
occupied.

There are two other residential projects that are in the process of being development that
will add an additional 121 residential units to the district:

e Smith Seeds — an adaptive-reuse project turning a former seed and supply

building into 20 market-rate residential units, in addition to commercial space on
the lower level. This project will be completed by the beginning of spring in 2013.

1"



e Pemberton Lofts — a mixed-use project turning a former tobacco warehouse into
101 market-rate residential units and two restaurant spaces.

One of the past challenges has been absentee ownership for key buildings in the district.
The IDA realized the importance of gaining control over strategic buildings and has
purchased several buildings in the River District. The IDA intends to purchase, redevelop,
and enter into a lease or lease/purchase agreement with an attractive end user. The IDA
has made the following purchases in their effort to become a major stakeholder in the
redevelopment of the River District:

e 231 Main Street — Lou’s Antiques

e 322 — 328 Main Street — former Wise-Hundley building

e 525 Lynn Street — former Durham Hosiery building

e 321 Craghead Street — Acres Warehouse (which will be converted into a parking
complex for a medical project that was announced in FY 2013)

e 512 Bridge Street — former DIMON Headquarters building

e 527 Bridge Street — Old Belt No.1 (this building now houses the Center for Applied
High Performance Computing, AxNano, LiFeBATT, and GOK International)

e Corner of Main Street and South Union Street — Masonic Building Parking Lot
e 527 — 529 Main Street

e 310 — 312 Main Street — (this now houses Vintages by the Dan — a gourmet food,
wine, and beer store)

e 500 Main Street — former Downtowner Motor Inn (now demolished)
e 415 Main Street
e 104 Colquhoun Street — (now demolished)

e 410 Main Street — former Frances Kahn building (now home to The Brick Running
Store)

e 554 Craghead Street — former Piedmont Hardware
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In terms of incentives, there are several opportunities for Local, State, and Federal
assistance. These incentives play a major role in the recruitment of new projects to the
districts. Incentives include:

e Real Estate Tax Abatement Program — A local incentive where the real estate
exemption shall be equal to the increase in assessed value, resulting from
rehabilitation and shall be for a period of up to 5 years for commercial buildings
and 15 years for residential buildings.

e VA Enterprise Zone Program — A Commonwealth of Virginia program that
provides grants for job creation and building improvements.

e Local Enterprise Zone Program — A local program used to complement and
enhance the State’s program. Incentives include: exemption from permit fees, job
grants, Industrial Investment Grant, a cash grant of up to $5,000 to the qualifying
company to help offset tap fees, and rebates on business license fees.

e State and Federal Historic Rehabilitation Tax Credits — Tax credits for
improvements made to historic structures.

e SBA Hubzone - An initiative through the Small Business Administration to
promote job growth, capital investment, and economic development to historically
underutilized business zones, referred to as Hubzones, by providing contracting
assistance to small businesses located in these economically distressed
communities.

e New Markets Tax Credits — special tax credits available for business ventures
which are choosing to locate within the City’s River District.

e RBEG loan — a low-interest loan provided to small businesses at 4% for 3-5 years.
This program is administered by the IDA.

e Downtown Enhancement Grant — grants given to businesses to locate within
the River District. Applicants must sign a Performance Agreement.

The Utilities Department conducted its biennial rate study for the City’s water, wastewater,
gas, and electric utilities during 2011. The study recommended no base rate adjustments
be made for the study period, which included 2012, because existing rates are generally
projected to be adequate to cover the revenue requirements over the study period.

The Electric Division continues to collaborate with our rate consultant and advisors with
American Municipal Power, Inc. to build a portfolio of short-term block purchases at below-
market prices and participation in generation projects coupled with direct-market purchases
to enable us to stabilize electric rates in the future. During 2012, the Electric Division
invested in technology to better serve our customer base and monitor our system and
assets. The Utilities operations purchased a new Interactive Voice Response System to
handle customer calls in high call volume periods, upgraded the Supervisory Control and
Data Acquisition system to improve system monitoring, and upgraded the Outage
Management System (OMS) to allow the power loss and power restore information from
the automated meter information system to flow automatically into the OMS to identify
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power outages almost instantly. In addition, the Utilities Department has invested in an
intrusion detection system coupled with a high definition camera system to assist in
combating the increased number of copper thefts around the system.

In 2007, Danville Utilities entered into a 20-year prepaid natural gas contract with MuniGas
that has provided a discount on our wholesale gas purchases. This discount produced a
cost savings of over $890,000 in 2012, which was passed on to customers.

The Water & Gas Division personnel installed new gas mains on all or portions of Kemper
Road, Hughes Street, West Hampton Avenue, Edmonds Street, Reed Street, Boswell
Street, Lanier Avenue, and Gay Street. Personnel also installed water mains on Virginia
Avenue, Carolina Avenue, Gay Street, and Claiborne Street. Phase 11 of the Gas Pipeline
Replacement Program was completed by outside contractors under the guidance of Water
& Gas Engineering and engineering for Phase 12 was also completed.

At the Northside Wastewater Treatment Plant, the construction of the Phase |
Improvements as set forth in preliminary engineering reports is almost complete. There are
only two remaining items to be addressed: adjustment of three of the security cameras and
repair of the third blower. The conversion from the use of pure oxygen to ambient air has
already been completed and all pure oxygen equipment has been raised. This conversion
should save the City about $100,000 in electrical power costs each year. In addition to the
Phase | Improvements which cost about $2,400,000, several other tasks have been
accomplished: rehabilitation of two of the four final clarifiers (cost of about $562,000),
rebuild of all three influent bar screens, new meters for the waste sludge and return sludge
flow lines, SCADA to monitor and control the three blowers, and new influent valves and
scum valves for each of the four final clarifiers. In FY 2013, conversion of the dissolved air
flotation units to high rate primary clarifiers will be done at a cost of about $1,400,000.

The Water Treatment Plant has contracted the painting of several of the system tank
exteriors. Currently, the staff is working on actions to reduce the high total trihalomethanes
(THM) in the system. This may involve aeration or mixing of some of the City system
tanks. This will also improve water quality and provide better control of chlorine residuals.
Other projects recently completed include the following: improving the SCADA systems,
making the filter air backwash system more reliable, and inserting a 24-inch diameter valve
in the high service line to Ballou Park while the line was in service.

The nDanville Fiber To The Home (FTTH) project started connecting homes in the Averett
community in FY 2012. Residents in this neighborhood now have access to ultra-high
speed Internet service at speeds never before seen to residential customers in this region.
They are also being offered IP Television and Telephone. The FTTH expansion will
continue to use current funds available. The neighborhood expansion will be sized
accordingly based on these funds. Utilities plans to continue to use the “pay-as-you-go”
concept to be able to expand the fiber network each year.
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CITY OF DANVILLE, VIRGINIA Exhibit M

GENERAL FUND
SCHEDULE OF EXPENDITURES - BUDGET AND ACTUAL

Year Ended June 30, 2012

Original Final
Budget Budget Actual Variance
General government administration
Central collections
Salaries 421,790 419,510 419,509 )
Other 288,760 316,346 305,186 (11,160)
710,550 735,856 724,695 (11,161)
Treasurer
Salaries 151,340 151,309 151,308 (1)
Other 44,070 43,783 38,891 (4,892)
195,410 195,092 190,199 (4,893)
Finance and accounting
Salaries 595,240 595,185 560,065 (35,120)
Other 173,120 157,320 142,032 (15,288)
768,360 752,505 702,097 (50,408)
Internal audit
Salaries 69,760 69,760 69,757 (3)
Other 19,070 19,070 14,826 (4,244)
88,830 88,830 84,583 (4,247)
Purchasing
Salaries 205,750 205,750 201,834 (3,916)
Other 66,060 66,115 63,876 (2,239)
271,810 271,865 265,710 (6,155)
Management information systems
Salaries 1,163,460 1,151,233 1,121,296 (29,937)
Other 1,337,670 1,694,355 1,475,286 (219,069)
2,501,130 2,845,588 2,596,582 (249,0006)
Total general and financial administration 7,248,910 7,680,422 7,143,182 (531,867)
Board of Elections
Elections
Salaries 86,500 81,329 64,064 (17,265)
Cther 54,060 53,738 33,667 (20,071)
140,560 135,067 97,731 (37,336)
Registrar
Salaries 82,380 82,380 82,365 (15)
Other 55,510 55,532 26,224 (29,308)
137,890 137,912 108,589 (29,323)
Total Board of Elections 278,450 272,979 206,320 (66,659)
Total General Government 7,527,360 7,953,401 7,349,502 (603,899)
Judicial Administration
Courts
Circuit Court
Salaries 140,570 139,558 116,579 (22,979)
Other 58,970 47,982 33,522 (14,460)
199,540 187,540 150,101 (37,439)

See report of Independent auditors
(Continued on next page)
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CITY OF DANVILLE, VIRGINIA Exhibit M

GENERAL FUND
SCHEDULE OF AND EXPENDITURES - BUDGET AND ACTUAL

Year Ended June 30, 2012

Original Final
Budget Budget Actual Variance
General District Court
Salaries - legal services 33,000 32,283 22,017 (10,266)
Other 17,850 18,567 16,260 (2,307)
50,850 50,850 38,277 (12,573)
Courts
Other 2,330 2,330 941 (1,389)
District Court service unit
Other 7,000 7,000 4,669 (2,331)
Juvenile and Domestic Relations Court
Other 37,450 37,450 20,385 (17,085)
Clerk of the Circuit Court
Salaries 62,770 268,222 268,221 &)
Other 205,130 187,277 172,670 (14,607)
267,900 455,499 440,891 (14,608)
City Sheriff
Salaries 2,705,710 2,750,918 2,750,886 (32)
Other 858,680 782,070 746,327 (35,743)
3,564,390 3,532,988 3,497,213 (35,775)
Total courts 4,129,460 4,273,657 4,152,477 (121,180)
Commonwealth's Attorney
Salaries 900,620 880,683 880,678 (5)
Other 325,820 358,474 286,526 (71,948)
Total Commonwealth's Attorney 1,226,440 1,239,157 1,167,204 (71,953)
Total judicial administration 5,355,900 5,512,814 5,319,681 (193,133)
Public Safety
Law enforcement and traffic control
Police
Salaries 6,058,650 6,465,285 6,024,193 (441,092)
Other 2,550,580 2,858,076 2,544 444 (313,632)
8,609,230 9,323,361 8,568,637 (754,724)
Traffic control and maintenance
Salaries 330,530 327,734 327,731 (3)
Other 517,880 573,772 491,984 (81,788)
848,410 901,506 819,715 (81,791)
Total law enforcement and traffic control 9,457,640 10,224,867 9,388,352 (836,515)
Fire and rescue services
Fire
Salaries 5,523,810 5,529,170 5,400,872 (128,298)
Other 2,057,400 2,164,218 1,959,571 (204.,647)
7,581,210 7,693,388 7,360,443 (332,945)

See report of Independent auditors
(Continued on next page)
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CITY OF DANVILLE, VIRGINIA

GENERAL FUND

SCHEDULE OF EXPENDITURES - BUDGET AND ACTUAL
00—

Year Ended June 30, 2012

Exhibit M

Ambulance and rescue services
Other
Total fire and rescue services

Correction and detention
Juvenile detention
Salaries
Other

City Jail
Salaries
Other

Adult detention
Salaries
Other

Total correction and detention

Inspections
Salaries
Other
Total inspections

Other protection
Animal control
Other

Medical examiner
Other

Emergency services

Salaries
Other

Emergency E-911
Salaries
Other

Total other protection

Total public safety

Original Final
Budget Budget Actual Variance
124,060 124,208 124,208 -
7,705,270 7,817,596 7,484,651 (332,945)
1,680,310 1,729,627 1,682,875 (46,752)
2,074,780 2,132,570 1,456,369 (676,201)
3,765,090 3,862,197 3,139,244 (722,953)
41,690 41,690 35,094 (6,596)
1,021,440 1,039,676 1,397,200 357,524
1,063,130 1,081,366 1,432,294 350,928
1,512,090 1,510,169 1,351,644 (158,525)
1,155,430 1,218,023 1,129,502 (88,521)
2,667,520 2,728,192 2,481,146 (247,046)
7,495,740 7,671,755 7,052,684 (619,071)
462,690 462,690 452,103 (10,587)
393,570 396,259 374,265 (21,994)
856,260 858,949 826,368 (32,581)
124,850 124,850 124,842 (8)
1,000 1,000 900 (100)
89,440 89,440 87,931 (1,509)
92,320 102,117 87,500 (14,617)
181,760 191,557 175,431 (16,126)
774,040 774,040 592,358 (181,682)
281,800 281,886 236,569 (45,317)
1,055,840 1,055,926 828,927 (226,999)
1,363,450 1,373,333 1,130,100 (243,233)
26,878,360 27,946,500 25,882,155 (2,064,345)

See report of Independent auditors
(Continued on next page)
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CITY OF DANVILLE, VIRGINIA Exhibit M

GENERAL FUND
SCHEDULE OF EXPENDITURES - BUDGET AND ACTUAL

Year Ended June 30, 2012

Original Final
Budget Budget Actual Variance
Public Works
Maintenance of highways, streets, bridges and sidewalks
Warehouse
Salaries 83,120 83,120 75,287 (7,833)
Other 51,610 48,174 42,594 (5,580)
134,730 131,294 117,881 (13,413)
Airport
Salaries 221,910 221,789 216,611 (5,178)
Other 260,250 262,026 244,825 (17,201)
482,160 483,815 461,436 (22,379)
Amtrak operations
Other 36,000 36,000 34,705 (1,295)
Director of public works and engineering
Salaries 372,030 386,013 386,011 (2)
Other 183,180 185,847 172,593 (13,254)
555,210 571,860 558,604 (13,256)
Engineering
Salaries 458,820 472,121 471,816 (305)
Other 142,650 158,403 156,908 (1,495)
601,470 630,524 628,724 (1,800)
Right of way landscaping
Other 70,000 55,665 55,664 (1)
Street maintenance
Salaries 821,710 763,951 723,403 (40,548)
Other 4,402,780 4,892,522 4,358,980 (533,542)
5,224,490 5,656,473 5,082,383 (574,090)
Storm drainage
Salaries 138,520 138,520 52,676 (85,844)
Other 134,980 138,339 92,502 (45,837)
273,500 276,859 145,178 (131,681)
Street lighting
Other 955,000 1,124,156 1,120,355 (3.801)
Snow removal and storm damage
Drainage repair 31,500 21,794 21,343 (451)
Salaries 187.020 116,082 75,595 (40,487)
Other 409,740 227,711 69,960 (157,751)
628,260 365,587 166,398 (198,689)
Street cleaning
Salaries 207,040 207,040 169,608 (37,432)
Other 169,810 172,492 163,655 (8,837)
376,850 379,532 333,263 (46,269)
Total maintenance of highways,
streets, bridges, and sidewalks 9,337,670 9,711,765 8,705,091 (1,006,674}

See report of Independent auditors
(Continued on next page)
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CITY OF DANVILLE, VIRGINIA

GENERAL FUND

SCHEDULE OF EXPENDITURES - BUDGET AND ACTUAL

Exhibit M

Year Ended June 30, 2012

Maintenance of general buildings and grounds

Maintenance of buildings and facilities
Salaries
Other

Maintenance of public grounds
Salaries
Other

Weed abatement program
Other

City Beautiful
Other

Municipal building
Salaries
Other

Courts and jail building
Salaries
Other

Financial services center
Salaries
Other

Total maintenance of general
buildings and grounds

Total Public Works

Health and Welfare
Health
Other

Mental health and mental retardation
Other

Welfare and social services
Social services bureau
Salaries
Other

Original Final

Budget Budget Actual Variance
151,140 137,504 110,740 (26,764)
209,200 220,759 190,653 (30,106)
360,340 358,263 301,393 (56,870)
504,590 525,531 479,137 (46,394)
702,560 745,541 671,522 (74,019)
1,207,150 1,271,072 1,150,659 (120,413)
98,410 115,024 114,015 (1,009)
10,000 10,000 3,698 (6,302)
217,810 230,064 226,459 (3,605)
328,020 275,379 262,935 (12,444)
545,830 505,443 489,394 (16,049)
113,940 113,940 106,252 (7,688)
300,670 307,532 292,562 (14,970)
414,610 421,472 398,814 (22,658)
11,040 11,040 5,151 (5,889)
94,460 116,129 112,894 (3,235)
105,500 127,169 118,045 (9,124)
2,741,840 2,808,443 2,576,018 (232,425)
12,079,510 12,520,208 11,281,109 (1,239,099)
586,210 585,254 576,954 (8,300)
170,940 170,940 170,938 (2)
3,320,350 3,231,396 3,055,172 (176,224)
5,277,110 5,401,533 4,469,472 (932,061)
8,597,460 8,632,929 7,524,644 (1,108,285)

See report of Independent auditors
(Continued on next page)
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CITY OF DANVILLE, VIRGINIA

GENERAL FUND

SCHEDULE OF EXPENDITURES - BUDGET AND ACTUAL

Exhibit M

Year Ended June 30, 2012

Southern Area Agency on Aging
Other

Child care initiative
Other

Property tax relief for the elderly
Other

Total welfare and social services

Total Health and Welfare

Education
Danville Community College
Danville School Board

Total Education

Parks, Recreation, and Cultural
Parks and Recreation
Recreation
Salaries
Other

After school instructional program
Salaries
Other

Carrington Pavilion
Salaries
Other

Recreation buildings - maintenance
Salaries
Other

Qriginal Final
Budget Budget Actual Variance
5,290 5,290 5,283 (7)
9,310 9,310 8,720 (590)
65,000 65,398 65,398 -
8,677,060 8,712,927 7,604,045 (1,108,882)
9,434,210 9,469,121 8,351,937 (1,117,184)
10,760 11,716 11,615 (101)
17,924,860 22,292,356 20,450,584 (1,841,772)
17,935,620 22,304,072 20,462,199 (1,841,873)
1,341,600 1,377,812 1,129,511 (248,301)
818,170 846,548 719,603 (126,945)
2,159,770 2,224,360 1,849,114 (375,246)
126,340 125,814 98,823 (26,991)
67,920 68,446 56,793 (11,653)
194,260 194,260 155,616 (38,644)
12,810 12,810 - (12,810)
7,660 15,475 12,250 (3,225)
20,470 28,285 12,250 (16,035)
93,730 78,677 59,311 (19,366)
411,820 441,224 383,235 (57,989)
505,550 519,901 442 546 (77,355)

See report of Independent auditors
(Continued on next page)
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CITY OF DANVILLE, VIRGINIA

GENERAL FUND

SCHEDULE OF EXPENDITURES - BUDGET AND ACTUAL

Exhibit M

Year Ended June 30, 2012

Recreation grounds - maintenance
Salaries
Other

Total parks and recreation

Public libraries
Salaries
Other
Total public libraries

Total Parks, Recreation, and Cultural

Community Development
Planning and community development
Director of community development
Salaries
Other

Economic development
Salaries
Other

Housing and development
Salaries
Other

Enterprise zone activities
Other

Planning
Salaries
Other

Planning commission
Other

West Piedmont Planning District
Other

Zoning board
Salaries
Other

Original Final
Budget Budget Actual Variance

477,020 468,735 381,885 (86,850)
642,820 656,122 626,139 (29,983)
1,119,840 1,124,857 1,008,024 (116,833)
3,999,890 4,091,663 3,467,550 (624,113)
583,580 582,956 550,131 {32,825)
560,300 560,924 550,095 (10,829)
1,143,880 1,143,880 1,100,226 (43,654)
5,143,770 5,235,543 4,567,776 (667,767)
162,050 162,050 161,817 (233)
49,270 49,212 41,423 (7,789)
211,320 211,262 203,240 (8,022)
245,380 245,310 235,118 (10,192)
304,360 304,430 269,765 (34,665)
549,740 549,740 504,883 (44,857)
- 42,906 22,442 (20,464)
72,840 80,764 76,313 (4,451)
72,840 123,670 98,755 (24,915)

247,500 267,318 267,318 -

143,790 143,790 143,790 -
55,150 64,705 54,568 (10,137)
198,940 208,495 198,358 (10,137)
6,580 6,580 5,095 (1,485)
25,800 25,800 25,295 (505)
1,050 1,022 1,986 964
2,810 2,838 495 (2,343)
3,860 3,860 2,481 (1,379)

See report of Independent auditors
(Continued on next page)
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CITY OF DANVILLE, VIRGINIA

GENERAL FUND

SCHEDULE OF EXPENDITURES - BUDGET AND ACTUAL
O

Year Ended June 30, 2012

Exhibit M

Total planning
and community development

Total Community Development

Nondepartmental
Employee benefits
Other

Total Nondepartmental

Debt Service
Principal
Interest

Total debt service
Other financing sources
Preminum (discount) on long-term debt issued
Transfers out
Total other financing sources

Total General Fund Expenditures

Original Final
Budget Budget Actual Variance
1,316,580 1,396,725 1,305,425 (70,836)
1,316,580 1,396,725 1,305,425 (70,836)
7,595,950 7,869,786 5,710,836 (2,158,950)
563,690 951,509 679,294 (272,215)
8,159,640 8,821,295 6,390,130 (2,431,165)
1,639,790 1,639,790 4,911,916 3,272,126
1,231,030 1,231,030 2,323,243 1,092,213
2,870,820 2,870,820 7,235,159 4,364,339
- - 79,450 79,450
6,097,430 9,374,457 9,015,451 (359,006)
6,097,430 9,374,457 9,094,901 (279,556)
$ 102,799,200 $§ 113,404,956 § 107,239,974 § (6,144,518)

See report of Independent auditors
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CITY OF DANVILLE, VIRGINIA

NOTES TO REQUIRED SUPPLEMENTARY INFORMATION

June 30, 2012

Budgets and Budgetary Accounting

Prior to April 1, the City Manager submits to City Council a proposed operating budget for the fiscal year
commencing the following July 1. The operating budget includes proposed expenditures and the means to
finance them. After a public hearing has been conducted to obtain taxpayer comments, the budget is legally
adopted through passage of an ordinance prior to July 1, of each year.

The City Manager is authorized to transfer budgeted amounts within each fund. Transfers between funds
require City Council approval.

An annual operating budget is adopted for only the General Fund. All budgets are presented on the modified
accrual basis of accounting. Accordingly, the accompanying Budgetary Comparison Schedule for the
General Fund presents actual expenditures in accordance with the accounting principles accepted in the
United States of America on a basis consistent with the legally adopted budget as amended. Effective
budgetary control is achieved for the Capital Projects Fund and Special Revenues Funds, on a project-by-
project or per grant basis when funding sources become available.

Budgets are adopted for management control for the Enterprise and Internal Services Funds. The restrictions
on transfer of budgeted amounts for governmental funds also apply to the Enterprise and Internal Service
Funds, except in the Gas and Electric Funds. Amounts in those funds budgeted for the purchase of natural
gas and electric power may be increased to the extent that actual revenues exceed the original budgeted
revenue.

All appropriations lapse at year end except appropriations within the Capital Projects Fund and Special

Revenue Funds, which are continued until completion of the applicable projects or grants, even when such
projects or grants extend beyond one fiscal year.
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CITY OF DANVILLE, VIRGINIA

Combining Statements
Nonmajor Governmental Funds

For the Year Ended June 30, 2012

Special Revenue Funds - used to account for specific revenues that are
legally restricted to expenditures for specified purposes.

Cemetery Maintenance Fund - is a permanent fund used to account for
funds set aside to provide for the perpetual care of City cemeteries. Only
the earnings from the investments of this fund may be expended.









CITY OF DANVILLE, VIRGINIA

Combining Statements
Nonmajor Enterprise Funds

For the Year Ended June 30, 2012

Transportation - provides mass transit service throughout the City.
Sanitation - provides for the collection and disposal of solid waste.

Cemetery Operations - provides for burial services and cemetery operating
activities.

Telecommunications - provides broadband communication needs of the
City and Danville Public Schools currently with plans to expand to provide
access to businesses and homes.












CITY OF DANVILLE, VIRGINIA

Combining Statements
Internal Service Funds
For the Year Ended June 30, 2012
Motorized Equipment - acquires and maintains all vehicles used by the various
departments of the City.

Central Services - provides office supplies and printing services for all departments
of the City.

Insurance - provides general insurance coverage to all City departments, including
areas such as workers’ compensation where the City is completely self-insured,
and insurance coverage purchased from outside insurance companies.
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Single Audit Section
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